2 3 1223  05226  1089 

City  and  County  of  San  Francisco 
OFFICE  OF  THE  CONTROLLER 

lOo  * 


SAN  FRANCISCO  POLICE  DEPARTMENT: 

Its  Vice  Crimes  Division  Did  Not  Handle  Properly  the 
Cost  Recoveries  Assessed  for  Violating  Laws 


X0ss$t}^ 

DOCUMENTS  DEPT. 

MAR  1 6 2000 

IS  J jg  ] 

SAN  FRANCISCO 

PUBLIC  LIBRARY 

Audit  Number  98081 


March  13,  2000 


5/S 


San  Francisco  Public  Library 

Government  Information  renter 
San  Fiarir^cotPublic  Library 
ICO  is  no*  Street,  5th  Floor 
San  Francisco,  CA  94102 


REFERENCE  BOOK 

Not  to  be  taken  from  the  Library 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 


OFFICE  OF  THE  CONTROLLER 


Edward  Harrington 
Controller 


March  13,  2000 

Police  Commission 
Hall  of  Justice 
850  Bryant  Street 
San  Francisco,  CA  94103 

President  and  Members: 

The  Controller’s  Audits  Division  presents  its  report  on  the  review  of  the  cash  collection 
practices  of  the  Vice  Crimes  Division  (Vice  Division).  The  report  indicates  that  for  the 
period  the  auditors  reviewed  from  July  1997  through  December  1998,  the  Vice  Division 
did  not  record  or  deposit  correctly  the  money  it  collected  from  individuals  assessed  cost 
recoveries  for  violating  laws  related  to  alcohol  sales,  tobacco  sales,  prostitution,  gambling, 
and  permits  for  massage  parlors.  Moreover,  the  Police  Department’s  Fiscal  Division 
incorrectly  accounted  for  the  revenues  deposited  by  the  Vice  Division. 

The  Police  Department  took  corrective  action  after  newspaper  articles  alleged  that  these 
problems  had  occurred.  According  to  the  lieutenant  assigned  to  the  Vice  Division  in 
August  1998,  one  of  his  initial  tasks  was  to  improve  accountability  for  money  collected  by 
the  division.  The  auditors  noted  that  the  Police  Department  has  addressed  or  corrected 
many  of  the  weaknesses  described  in  this  report. 

The  department’s  response  is  attached  to  this  report.  The  Controller’s  Audits  Division  will 
be  working  with  the  Police  Department  to  follow  up  on  the  status  of  the  recommendations 
made  in  this  report. 

Resnectfullv  submitted. 


Controller 
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RESULTS  IN  BRIEF 


From  July  1997  through  December  1998,  the  period  we  examined  during  our  audit,  the 
Vice  Crimes  Division  (Vice  Division)  of  the  San  Francisco  Police  Department  (Police 
Department)  did  not  record  or  deposit  correctly  the  money  it  collected  from 
individuals  assessed  cost  recoveries  for  violating  laws  related  to  alcohol  sales,  tobacco  sales, 
massage  parlor  permits,  prostitution,  and  gambling.  Poor  record-keeping  practices  at  the 
Vice  Division  increased  the  risk  that  money  may  have  been  lost  due  to  errors  or  theft.  The 
Vice  Division  also  did  not  deposit  more  than  $70,000  to  the  correct  account  in  the  treasury 
of  the  City  and  County  of  San  Francisco  (City),  and  it  used  improperly  more  than  $40,000 
to  pay  for  services  of  another  department  and  an  outside  vendor.  Moreover,  for  the  period 
we  reviewed,  the  Police  Department’s  Fiscal  Division  (Fiscal  Division)  misclassified  more 
than  $800,000  that  the  Vice  Division  had  collected  and  deposited.  In  accounting  incorrectly 
for  this  revenue,  the  Fiscal  Division  bypassed  the  City’s  budgetary  controls  and  understated 
the  Police  Department’s  revenues  and  expenditures. 

The  Vice  Division’s  poor  record-keeping  procedures  encompassed  its  process  for 
completing  and  maintaining  several  types  of  documents,  including  receipts  issued  for 
payments  of  cost  recoveries.  Although  the  Vice  Division’s  records  show  it  received  583 
payments,  totaling  $283,495,  the  Vice  Division  had  copies  of  prenumbered  receipts  for  404 
(69  percent)  of  the  payments.  Because  it  did  not  issue  or  retain  consistently  the 
prenumbered  receipts  for  fee  payments,  the  Vice  Division  lost  accountability  over  the 
money  it  collected. 

The  Police  Department’s  Vice  and  Fiscal  divisions  took  corrective  action  after  newspaper 
articles  disclosed  many  of  these  problems.  According  to  the  lieutenant  assigned  to  the  Vice 
Division  in  August  1998,  one  of  his  initial  tasks  was  to  improve  the  accountability  for 
money  collected  by  his  division.  During  our  audit,  we  noted  that  the  Vice  Division  has 
addressed  or  corrected  many  of  the  weaknesses  that  occurred  from  July  1997  through 
December  1998.  Similarly,  the  Fiscal  Division  recently  resolved  accounting  problems  that 
had  allowed  the  Police  Department  to  circumvent  City  controls  and  regulations. 
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INTRODUCTION 


The  Vice  Crimes  Division  (Vice  Division)  of  the  San  Francisco  Police  Department 
(Police  Department)  investigates  and  makes  arrests  for  prostitution,  crimes  against 
prostitutes,  gambling,  and  bookmaking.  The  Vice  Division  also  enforces  laws 
related  to  massage  parlor  permits  and  to  liquor  and  tobacco  sales.  The  Vice  Division  issues 
a citation  to  an  individual  suspected  of  violating  a law.  The  Office  of  the  District  Attorney 
(District  Attorney)  reviews  the  citation  and  determines  whether  the  individual  should  go 
before  a trial  court  or  participate  in  a resolution  hearing.  A resolution  hearing  is  a process 
that  bypasses  the  criminal  justice  system  and  instead  uses  mediation  to  resolve  conflicts 
involving  conduct  that  could  be  charged  as  crimes. 

The  District  Attorney  has  an  arrangement  with  a private  organization,  California 
Community  Dispute  Services  (Dispute  Services),  to  hold  resolution  hearings  on  cases 
referred  by  the  District  Attorney.  Dispute  Services  offers  mediation  and  arbitration  services 
in  a safe,  neutral  environment.  Dispute  Services  also  receives  referrals  from  judges,  small 
claims  courts,  the  Police  Department,  community  organizations,  or  any  one  of  the  parties  in 
conflict. 

According  to  the  director  of  Dispute  Services,  both  the  individual  charged  and  a 
representative  from  the  Vice  Division  testify  in  cases  cited  by  the  Vice  Division.  A hearing 
officer  listens  to  the  testimony  and  issues  a document,  called  a hearing  directive, 
summarizing  the  results  of  the  hearing.  The  hearing  officer  may  find  that  an  individual  did 
not  violate  a law  and  may  dismiss  the  citation.  However,  if  the  hearing  officer  decides  that 
an  individual  violated  a law,  Dispute  Services  assesses  a cost  recovery  that  the  individual 
agrees  to  pay  by  a specified  date.  Dispute  Services  assesses  the  cost  recovery  based  on  a 
cost  recovery  request  submitted  by  the  Police  Department,  and  generally  range  from  $300 
to  $500.  The  fee  partially  reimburses  the  Vice  Division  for  its  investigative  costs.  In 
addition,  the  individual  must  pay  Dispute  Services  a hearing  fee  that  generally  ranges  from 
$100  to  $250.  Dispute  Services  may  also  order  the  individual  to  participate  in  an  education 
or  diversion  program  or  to  provide  community  service.  According  to  the  hearing  directive, 
if  the  individual  does  not  comply  with  its  terms,  the  Vice  Division  is  to  prepare  the 
necessary  documents  for  the  District  Attorney  to  issue  a warrant  for  the  individual’s  arrest 
and  to  take  legal  action  against  the  individual. 

Until  November  1998,  Dispute  Services  instructed  individuals  who  were  cited  to  pay  their 
cost  recoveries  with  cashier’s  checks  made  out  to  the  Police  Department’s  Vice  Division. 

In  December  1998,  the  Controller’s  Office  learned  that  the  checks  were  being  made  out  to 
the  Vice  Division.  To  prevent  the  misappropriation  of  fee  money,  the  Controller’s  Office 
directed  the  Police  Department  to  change  its  process  so  that  individuals  paying  cost 
recoveries  now  make  out  their  cashier’s  checks  to  the  City  and  County  of  San  Francisco 
(City). 
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For  the  period  we  reviewed  from  July  1997  through  December  1998,  the  Vice  Division  was 
responsible  for  collecting,  recording,  and  depositing  the  cost  recoveries  assessed  by 
Dispute  Services.  According  to  the  president  of  Dispute  Services,  starting  in  December 
1998,  the  District  Attorney  stopped  referring  to  Dispute  Services  the  Vice  Division’s 
prostitution  cases  and  its  violation  cases  related  to  massage  parlor  permits,  however,  the 
District  Attorney  continues  to  refer  to  Dispute  Services  the  Vice  Division’s  cases  involving 
violations  of  laws  concerning  alcohol  and  tobacco  sales  as  well  as  illegal  gambling.  Also, 
the  Vice  Division  is  no  longer  responsible  for  collecting  cost  recoveries  assessed  by  Dispute 
Services.  Instead,  Dispute  Services  collects  all  the  cost  recoveries  it  assesses  in  the  cases  it 
decides  for  the  City  and  deposits  the  collections  to  a City  treasury  account.  If  individuals 
fail  to  pay  their  cost  recoveries  or  do  not  comply  with  the  terms  imposed  in  their  hearing 
directives,  Dispute  Services  then  notifies  the  Vice  Division  so  that  the  Vice  Division  can 
take  appropriate  action  and  refer  the  cases  to  the  District  Attorney  for  prosecution. 


SCOPE  AND  METHODOLOGY 

We  conducted  this  audit  at  the  request  of  the  Board  of  Supervisors.  The  purpose  of  the 
audit  was  to  determine  whether  the  Vice  Crimes  Division  properly  accounted  for  the 
revenues  it  received  from  the  cost  recoveries  assessed  by  Dispute  Services.  To  conduct  the 
audit,  we  evaluated  the  Vice  Division’s  internal  controls  over  the  collecting,  recording, 
reporting,  and  depositing  of  the  cost  recoveries  it  collected  from  July  1997  through 
December  1998.  Specifically,  we  identified  all  the  directives  issued  by  Dispute  Services 
within  three  months  of  the  audit  period,  and  we  determined  whether  the  division  had 
collected  all  the  cost  recoveries  assessed  by  Dispute  Services.  Further,  we  examined  copies 
of  Dispute  Services’  hearing  directives  that  indicated  the  amounts  of  cost  recoveries 
individuals  should  pay.  Since  Dispute  Services  was  not  required  to  retain  its  records  for 
more  than  one  year,  it  had  not  kept  some  documents  that  would  have  assisted  our  audit, 
and  we  could  not  conclude  whether  the  Vice  Division  accounted  for  all  the  cost  recoveries 
assessed  by  Dispute  Services. 

We  also  reviewed  the  records  maintained  by  the  Vice  Division,  including  spreadsheets  the 
division  used  to  log  the  numbers  for  the  receipts  it  issued  when  accepting  cost  recoveries 
paid  by  individuals  found  in  violation  of  laws.  To  verify  that  the  Vice  Division  deposited  all 
the  funds  it  received,  we  inspected  the  deposit  slips  showing  the  amount  of  revenues  the 
Vice  Division  deposited  to  the  City’s  bank  account. 

Finally,  we  interviewed  the  lieutenant  in  charge  of  the  Vice  Division  and  an  inspector  in  the 
division,  and  we  spoke  to  the  chief  financial  officer  in  the  Police  Department’s  Fiscal 
Division.  We  also  interviewed  the  director  and  president  of  Dispute  Services. 
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AUDIT  RESULTS 


THE  VICE  CRIMES  DIVISION  DID  NOT  MAINTAIN 
ADEQUATE  RECORDS  OF  THE  FUNDS  IT  COLLECTED 

The  Police  Department’s  Vice  Crimes  Division  (Vice  Division)  did  not  keep  adequate 
records  of  the  money  it  collected  from  individuals  assessed  cost  recoveries  for 
violating  laws  related  to  alcohol  and  tobacco  sales,  massage  parlor  permits, 
prostitution,  and  gambling.  From  July  1997  through  December  1998,  the  Vice  Division 
reported  that  it  had  collected  $283,495  from  individuals  assessed  cost  recoveries  by  the 
California  Community  Dispute  Services  (Dispute  Services),  which  is  the  private 
organization  that  resolves  some  Vice  Division  cases.  Nevertheless,  when  we  examined  the 
Vice  Division’s  records  of  its  collections,  we  found  that  the  Vice  Division  did  not 
consistently  issue  receipts  to  individuals  who  paid  the  cost  recoveries  to  the  division’s 
police  officers.  Although  the  Vice  Division’s  summary  records  show  it  received  583 
payments,  the  division  had  copies  of  receipts  for  only  404  (69  percent)  of  the  payments. 
According  to  a police  officer  in  the  Vice  Division,  if  a police  officer  could  not  locate  the 
receipt  book  when  accepting  a payment,  the  officer  would  just  give  the  payer  a handwritten 
receipt.  Because  it  did  not  issue  a prenumbered  receipt  for  each  payment,  the  Vice  Division 
lost  accountability  over  the  money  it  collected  and  increased  the  Police  Department’s  risk  of 
loss  due  to  errors  or  theft. 

Furthermore,  the  Vice  Division  cannot  account  for  a significant  number  of  missing  receipts. 
According  to  the  division’s  records,  it  issued  388  prenumbered  receipts  when  its  officers 
accepted  the  404  payments.  The  Vice  Division  wrote  fewer  than  404  receipts  because  it 
sometimes  issued  a single  receipt  for  multiple  payments.  Nevertheless,  when  we  analyzed 
the  numerical  sequence  for  the  receipts  it  recorded  issuing,  we  found  that  the  Vice  Division 
did  not  issue  the  receipts  sequentially,  and  the  Vice  Division  should  have  recorded  issuing 
at  least  82  additional  receipts  if  it  had  used  the  receipts  in  numerical  order.  We  could  not 
determine  the  reasons  for  the  receipts’  absence,  and  no  one  in  the  Vice  Division  could 
explain  why  receipts  are  missing. 

Although  the  receipts  may  be  missing  simply  because  the  division  had  poor  record-keeping 
practices,  the  potential  exists  that  the  officers  collecting  the  cost  recoveries  may  have 
issued  receipts  but  kept  the  money  for  personal  use  and  then  failed  both  to  record  receiving 
the  money  and  to  retain  copies  of  the  receipts  for  the  Vice  Division’s  records.  According  to 
the  captain  in  charge  of  the  Police  Department’s  Fiscal  Division  (Fiscal  Division),  the 
Board  of  Supervisors  held  a hearing  on  February  17,  1999,  and  none  of  the  participants  at 
the  hearing  raised  any  charges  that  officers  in  the  division  were  misappropriating  the 
money. 

Our  examination  also  revealed  other  missing  receipts,  but  these  omissions  could  have 
occurred  because  the  Vice  Division  may  have  used  receipt  books  with  different  number 
sequences.  We  noted,  for  example,  that  the  division  did  not  record  using  a sequence  of 
receipt  numbers  for  as  many  as  100  to  1,000  receipts.  We  believe  this  situation  may  be  due 
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to  the  Vice  Division  using  receipt  books  with  different  starting  numbers  for  the  receipts 
However,  the  Vice  Division  does  not  keep  a physical  inventory  of  the  receipt  books  that 
lists  the  prenumbered  sequence  of  its  books.  For  this  reason,  we  could  not  determine 
whether  the  receipts  were  actually  missing  or  whether  the  Vice  Division  simply  used 
different  sequences  of  prenumbered  receipts. 

Moreover,  the  Vice  Division  did  not  retain  other  important  documents  to  show  the 
amounts  that  it  should  collect  from  individuals  ordered  to  pay  cost  recoveries  by  Dispute 
Services.  During  the  payment  process,  the  individual  paying  the  fee  gives  the  Vice  Division 
a copy  of  the  hearing  directive  issued  by  Dispute  Services.  When  evaluating  case  files  of 
the  Vice  Division,  we  found  that  for  473  (81  percent)  of  the  583  payments  that  were 
assessed  by  Dispute  Service,  the  Vice  Division  retained  sufficient  support,  which  included 
hearing  directives  and  proof  of  payment.  However,  for  the  remaining  110  payments  (19 
percent),  the  Vice  Division  did  not  retain  the  documentation  supporting  the  source  of 
payments. 

Because  Dispute  Services  also  did  not  retain  beyond  the  required  one-year  period  the 
copies  of  directives  it  issued,  we  could  not  determine  if  the  Vice  Division  accounted  for  all 
the  cost  recoveries  assessed  by  Dispute  Services.  According  to  the  director  of  Dispute 
Services,  the  organization  had  received  no  previous  instruction  from  the  City  on  how  long 
to  keep  records.  However,  at  the  Police  Department’s  request,  Dispute  Services  is  now 
planning  to  keep  copies  of  its  directives  for  a three-year  period. 


THE  POLICE  DEPARTMENT  DID  NOT  FOLLOW 

CITY  PROCEDURES  WHEN  ACCOUNTING  FOR  REVENUES 

Not  only  did  the  Vice  Division  fail  to  keep  accurate  records  of  some  cost  recoveries  it 
received,  but  it  also  did  not  deposit  to  the  correct  account  in  the  City’s  treasury  all  the  cost 
recoveries  it  collected.  Additionally,  the  Vice  Division  used  the  cost  recoveries  and  other 
revenue  to  purchase  goods  and  services  improperly. 


The  Vice  Division  Did  Not  Handle 
Collections  Correctly 

In  addition  to  collecting  the  cost  recoveries  assessed  by  Dispute  Services,  the  Vice  Division 
is  also  responsible  for  collecting  fines  assessed  by  other  bureaus  in  the  Police  Department 
From  July  1997  through  December  1998,  the  Vice  Division’s  records  indicate  that  it 
collected  a total  of  $946,278.  However,  the  Vice  Division’s  deposit  records  show  that  it 
deposited  only  $835,221  to  the  Police  Department’s  deposit  account  established  by  the 
City’s  treasurer.  The  Vice  Division  improperly  deposited  the  remaining  $11 1,057  to  a 
different  account  or  used  the  money  inappropriately  to  pay  for  services  of  another 
department  and  an  outside  vendor.  Thus  the  Vice  Division  failed  to  follow  the  treasurer’s 
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instruction  to  deposit  all  revenues  to  the  treasurer’s  main  deposit  bank  account  and  ignored 
procurement  guidelines  established  by  the  City’s  purchaser. 

The  Vice  Division  Lacked  Approval 
to  Deposit  Funds  to  a Police  Account 

We  found  that  the  Vice  Division  improperly  deposited  $73,385  of  the  cost  recoveries  it 
collected  to  the  Chief  of  Police  Contingent  Fund  (chiefs  contingent  fund).  The  Police 
Department  may  use  this  fund  for  any  purposes  related  to  the  department’s  work. 

According  to  the  San  Francisco  Administrative  Code,  the  Board  of  Supervisors  needs  to 
make  an  appropriation  to  the  fund  each  year,  and  the  amount  should  not  exceed  $50,000. 
According  to  the  officer  in  the  Fiscal  Division’s  accounting  office,  he  recalls  viewing  court 
orders  that  transferred  certain  reimbursements  to  the  chief  s contingent  fund.  The  Vice 
Division,  however,  bypassed  the  City’s  budgetary  controls  by  directly  depositing  funds  into 
the  chiefs  contingent  fund  without  the  approval  of  the  Board  of  Supervisors.  Instead  of  the 
Police  Department’s  having  the  specified  $50,000  to  spend  in  fiscal  year  1998-99,  the 
actions  of  the  Vice  Division  made  available  more  than  $120,000,  or  $70,000  beyond  the 
mandated  limit,  for  the  Police  Department  to  use  as  it  wanted. 

According  to  the  lieutenant  in  the  Vice  Division,  an  inspector  in  the  division  deposited  the 
$73,385  into  the  chiefs  contingent  fund  to  repay  loans  made  to  the  Vice  Division  to  allow 
it  to  pay  for  some  of  its  costs  for  investigations.  However,  the  Vice  Division  could  not 
provide  us  with  any  documents  showing  that  it  had  received  an  advance  from  the  chiefs 
contingent  fund.  If  the  Vice  Division’s  payment  to  the  chiefs  contingent  fund  was  not  a 
repayment  of  a loan,  the  Police  Department  bypassed  the  intent  of  the  City’s  Administrative 
Code  to  limit  the  fund  amount  that  the  department  can  use  in  any  one  year. 


The  Vice  Division  Inappropriately 
Used  the  Funds  It  Collected  to  Pay 
for  Goods  and  Services 

In  addition  to  depositing  without  proper  approval  the  cost  recoveries  it  received  into  the 
chief  s contingent  fund,  the  Vice  Division  simply  did  not  deposit  some  of  the  cost 
recoveries  paid  by  checks  and  instead  used  the  checks  to  cover  some  of  its  expenses.  The 
Vice  Division  endorsed  and  signed  over  to  the  Office  of  the  District  Attorney  (District 
Attorney)  $28,932  in  checks  to  fund  a position  in  that  office  for  an  intern  to  handle  police 
matters.  By  doing  so,  the  Vice  Division  bypassed  the  City’s  standard  procedures  for 
obtaining  the  services  of  other  departments.  These  procedures  require  the  requesting 
department  to  budget  for  the  costs  of  the  work  to  be  completed  by  another  department. 
However,  the  Vice  Division  circumvented  the  budgetary  procedures  and  asked  the  District 
Attorney  directly  for  the  services  of  the  intern. 

In  addition,  the  division  endorsed  to  a vendor  16  checks,  totaling  $4,510,  to  pay  for  new 
carpet  installed  in  its  offices.  The  Vice  Division  could  not  provide  us  with  any  of  the 
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invoices,  but  it  did  give  us  copies  of  the  checks  endorsed  to  the  vendor.  In  paying  the 
vendor  directly,  the  Vice  Division  did  not  obtain  the  required  approvals  of  the  purchaser 
and  the  controller.  According  to  the  lieutenant  who  took  charge  of  the  division  in  August 
1998,  he  discovered  this  activity  and  initiated  an  internal  investigation. 

Finally,  when  we  examined  the  Vice  Division’s  records,  we  could  not  determine  the 
disposition  of  two  checks  totaling  $420  or  of  a court-ordered  award  of  $3,812.  The  Vice 
Division  could  not  give  us  any  explanation  why  it  did  not  have  proof  of  depositing  the  two 
checks  and  also  could  not  supply  us  with  any  documents  showing  that  it  had  correctly 
accounted  for  the  court-ordered  award. 


Corrective  Actions 

According  to  the  director  of  Dispute  Services,  beginning  in  December  1998,  the  Police 
Department  assigned  Dispute  Services  the  responsibility  for  receiving  payments  for  the  cost 
recoveries  assessed  by  Dispute  Services  and  depositing  the  payments  to  the  City’s 
treasurer.  The  Vice  Division  receives  from  Dispute  Services  monthly  updates  on  the  status 
of  the  cases  as  well  as  the  copies  of  the  deposit  slips.  The  Fiscal  Division  also  receives 
copies  of  the  deposit  slips  and  uses  the  information  to  record  the  deposits  in  the 
Controller’s  Financial  Accounting  and  Management  Information  System  (FAMIS). 


The  Police  Department’s  Fiscal  Division 
Incorrectly  Classified  the  Department’s  Revenues 

Like  the  Vice  Division,  the  Police  Department’s  Fiscal  Division  exhibited  shortcomings  in 
its  accounting  procedures.  Even  though  the  City’s  standard  accounting  procedures  require 
that  departments  record  all  revenue  in  established  revenue  accounts  in  the  Controller’s 
FAMIS,  the  Fiscal  Division  incorrectly  accounted  for  revenue  deposited  by  the  Vice 
Division.  Of  the  $835,221  in  cost  recoveries  deposited  by  the  Vice  Division,  the  Fiscal 
Division  identified  only  $10,525  (1  percent)  of  that  amount  as  revenue,  and  it  misclassified 
more  than  $824,000  as  reductions  to  expenditures  of  the  Police  Department.  For  example, 
the  Fiscal  Division  classified  more  than  $690,000  of  the  cost  recoveries  collected  by  the 
Vice  Division  as  offsets  to  administrative  support  expenditures  and  thus  made  more  money 
available  for  spending  than  was  available  in  the  Police  Department’s  approved  budget. 
Normally,  expenditure  accounts  would  not  show  funds  flowing  into  the  accounts. 
According  to  the  officer  in  the  Fiscal  Division’s  accounting  section,  he  treated  the  funds 
received  by  the  Vice  Division  as  reductions  of  expenditures  because  the  court  orders  and 
directives  indicated  that  the  cost  recoveries  were  to  reimburse  the  Police  Department  for  its 
expenses.  However,  such  reductions  should  only  be  made  when  the  cost  recoveries 
collected  correlate  with  specific  and  identifiable  expenditures.  The  Police  Department  does 
not  keep  records  of  its  expenditures  in  such  a manner  and  should  instead  have  treated  those 
cost  recoveries  as  special  revenues.  In  effect,  the  Fiscal  Division  sidestepped  the  City’s 
budgetary  controls,  misrepresented  the  Police  Department’s  actual  costs  for  carrying  out 
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some  of  its  responsibilities,  and  misstated  the  actual  revenues  it  collected  as  part  of  the 
Police  Department’s  efforts. 

Corrective  Action 

Beginning  in  December  1998,  the  Fiscal  Division  followed  the  instruction  issued  by  the 
Controller’s  Office  and  correctly  records  the  cost  recoveries  assessed  by  Dispute  Services 
as  revenue  for  the  Police  Department. 


THE  POLICE  DEPARTMENT  DID  NOT  FOLLOW  UP  ON 
INDIVIDUALS  WHO  DID  NOT  PAY  COST  RECOVERIES 

The  Vice  Division’s  procedures  for  handling  cost  recoveries  assessed  by  Dispute  Services 
also  showed  another  shortcoming:  the  Vice  Division  did  not  pursue  individuals  who  did  not 
pay  their  cost  recoveries  as  required  by  the  hearing  directives  issued  by  Dispute  Services. 
Any  violation  of  the  terms  of  a hearing  directive  can  result  in  further  legal  action,  including 
prosecution  for  the  violation  for  which  Dispute  Services  issued  the  hearing  directive.  When 
we  reviewed  a sample  of  case  files  from  three  months  in  the  audit  period,  we  found  that  of 
the  106  cases  in  which  Dispute  Services  had  assessed  cost  recoveries,  93  (88  percent)  of  the 
individuals  had  paid  their  cost  recoveries.  The  remaining  13  individuals  (12  percent)  had  not 
paid  their  cost  recoveries,  totaling  $2,996,  and  the  case  files  contained  no  evidence  that  the 
Vice  Division  had  tried  either  to  collect  the  cost  recoveries  or  to  refer  the  cases  back  to  the 
District  Attorney.  According  to  an  inspector  in  the  Vice  Division,  before  January  1999  the 
Vice  Division  did  not  have  any  guidelines  for  pursuing  outstanding  cases,  and  it  did  not  take 
actions  against  individuals  who  failed  to  pay  their  cost  recoveries. 


Corrective  Action 

Beginning  in  January  1999,  the  Vice  Division  felt  it  needed  to  strengthen  its  follow-up  on 
cases  that  do  not  comply  with  hearing  directive  terms.  When  Dispute  Services  identifies 
such  cases,  it  prepares  a District  Attorney  referral  sheet  for  each  case  and  forwards  the 
sheet  to  the  Vice  Division  for  a District  Attorney’s  warrant. 


RECOMMENDATIONS 

To  ensure  that  it  properly  accounts  for  its  revenue,  the  Police  Department  should  take  the 
following  actions: 

• Determine  whether  it  needs  to  conduct  an  internal  review  of  its  Vice  Crimes  Division  to 
determine  whether  the  division  accounted  for  all  the  cost  recoveries  it  collected. 
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• Require  its  Fiscal  Division  to  classify  correctly  all  the  cost  recoveries  it  receives  as 
revenues  to  the  Police  Department.  The  Fiscal  Division  should  not  record  any  of  the 
cost  recoveries  it  collects  as  reductions  to  expenditures. 

• Direct  the  Vice  Division  to  retain  the  following  documents  for  its  case  files:  copies  of 
the  cases’  hearing  directives,  proof  of  payments,  payment  status  reports  from  Dispute 
Services,  and  copies  of  District  Attorney’s  warrants  for  cases  in  which  individuals  have 
not  complied  with  directives. 

• Require  the  Vice  Division  to  designate  personnel  to  reconcile  monthly  the  payments  of 
cost  recoveries  with  the  deposits  made  by  Dispute  Services  so  that  the  division  can 
confirm  that  Dispute  Services  deposited  all  City  revenues  to  the  correct  City  account 
The  Police  Department  should  audit  Dispute  Services  regularly  to  confirm  that  Dispute 
Services  has  accounted  for  all  the  cost  recoveries  assessed  and  collected 


We  conducted  this  review  in  accordance  with  generally  accepted  government  auditing 
standards.  We  limited  our  review  to  those  areas  specified  in  the  audit  scope  section  of  this 
report. 


Staff:  Kathleen  Lucey,  Audit  Manager 
Wayne  Chan 
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RESPONSE  TO  THE  AUDIT 
POLICE  DEPARTMENT 
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POLICE  DEPARTMENT 

CITY  AND  COUNTY  OF  SAN  FRANCISCO 

THOMAS  J.  CAHILL  HALL  OF  JUSTICE 
850  BRYANT  STREET 
SAN  FRANCISCO,  CALIFORNIA  94103 


FRED  H.  LAU 
CHIEF  OF  POLICE 


March  10,  2000 


Mr.  Edward  Harrington 
Controller 

City  & County  of  San  Francisco 
City  Hall,  Room  316 
#1  Dr.  Carlton  B.  Goodlett  Place 
San  Francisco,  CA  94102 


Dear  Mr.  Harrington: 


Attached  is  a draft  audit  report  dated  March  1,  2000  on  our  Vice  Crimes  Division, 
reviewed  the  report  and  concur  with  your  recommendations.  Thank  you  very 
pointing  out  the  discrepancies;  for  which  we  have  implemented  and  corrected. 


We  have 
much  for 


If  we  can  ever  be  of  assistance  in  any  matter  of  mutual  concern,  please  do  not  hesitate  to 
give  us  a call. 


Copy:  Mr.  Noriaki  Hirasuna 
Audit  Director 
City  Hall,  Room  388 
1 Dr.  Carlton  B.  Goodlett  Place 
San  Francisco,  CA  94102 


PES:aa 

Enclosures 

Word7/Letters/SANDERS/Controller’s  Office 
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cc:  Mayor 

Board  of  Supervisors 
Civil  Grand  Jury 
Public  Library 
Budget  Analyst 
KPMG  LLP 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 


OFFICE  OF  THE  CONTROLLER 
AUDITS  DIVISION 


Edward  Harrington 
Controller 


March  14,  2000 

Terry  Gwiazdowski,  Program  Director 
Government  Information  Center 
San  Francisco  Public  Library 
100  Larkin  Street 
San  Francisco,  CA  94102 

Dear  Ms.  Gwiazdowski: 

Enclosed  is  our  report  on  the  review  of  the  cash  collection  practices  of  the  Vice  Crimes 
Division  (Vice  Division)  of  the  San  Francisco  Police  Department.  The  report  indicates  that 
the  Vice  Division  did  not  record  or  deposit  correctly  the  cost  recoveries  it  collected  from 
individuals  cited  for  violating  laws.  The  Police  Department,  however,  has  addressed  or 
corrected  many  of  the  weaknesses  described  in  this  report. 


Sincerely, 


documents  dept 
MAR  1 6 2000 

SAN  FRANCISCO 
PUBLIC  LIBRARY 


NORIAKI  HIRASUNA 
Director 


Enclosure 


City  Hall  • 1 Dr.  Carlton  B.  Goodlett  Place  • Room  388  • San  Francisco  CA  94102-4694 


FAX  415-554-7664 


